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This magazine is published for the benefit of 
readers, upon whom it depends for success. 

its advertising pages are open only to those 
who desire the benefit of its circulation. Beyond 
this exchange of value no obligation is imposed on 
the publisher. 

We do not use this magazine for the purpose of 
promoting special interests. 

wed uttack none, either companies or in- 
dividua We treat only general measures, general 
policies and gen eral principies. 
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claim that advertising space in an 
is worth the market rates 
the market rates because the 
of advertising in this magazine is 
not hold that the periodical which has 
ivertising does the most good. 
old that the magazine which is pub- 
readers only is worth the most, to them. 
the only insurance periodical which 
his Twentieth Century Program. 
‘o not claim to be better than others; we 
this policy because it merits and should 
- the endorsement of underwriters. 
The price of subscription to this magazine 
hereafter will be Three Dollars per annum. 
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THE EFFICIENCY OF THE RENEWAL COMMISSION, 


Its Benefit to the Company.and Agent and its Effect Upon the Economy of the Business of 
Life Insurance. 


BY GAGE E. TARBELL. 


The tendency of compensation in ~ 


life assurance of late years towards 
higher and higher rates of commis- 
sion on first year’s premiums has 
for some time been the concern of 
all thinking men in the business. 
It was not merelythat the extrava- 
gance in this direction into which 
companies were being forced was the 
signal for notes of warning from an 
actuarial standpoint, but that it 
carried in its train a host of unde- 
sirable elements that threatened to 
demoralize the business and dis- 
credit an honorable calling for 
honorable men. Many plans for 
the remedy of some of the most fa- 
miliar evils thus introduced —re- 
bating, twisting, etc.—had been 
tried and found lamentably wanting. 

It was plain to the officers of the 
Equitable Life that there was only 
one’ solution to the problem, viz., 
the cutting down of the abnormal 
first year’s commission and putting 
the balance of the compensation 
where it rightfully belonged, — 


which meant paying it only when 
it had been legitimately earned. 
A very simple but a very heroic 
measure, and one which in the face 
of overheated competition only the 
most courageous would dare to 
inaugurate. 

But the step was taken in. the 
teeth of all manner of croaking and 
unfavorable prophecies. It has had 
one year of trial, which is now 
written as one year of /¢riumph. 
Instead of diminishing our business, 
as even many of our best friends 
thought it must, it has enabled us 
to write even more than our phe- 
nomenal business of the previous 
year. 

That the business is of a much 
better quality there is no room for 
doubt. The best way to discourage 
the writing of a class of business 
that is likely not to.renew is to take 
away the incentive for it, and vice 
versa, the most effectual way to en- 
courage a business that will renew 
is to interest the producer of the bust- 
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ness sufficiently in its renewal to 
make it an object for him to see that 
it is kept up. The difference be- 
tween the old system and the new 
is the difference between a salaried 
clerk, with no hope of the future, 
and a man who has been taken into 
partnership. 

Rebating has been dealt the 
hardest blow it has ever received in 
the establishing of the new method 
of compensation. It is a self-evi- 
dent principle that a man cannot 
give away what he doesn’t get him- 
self. Inthe early days of my career, 
when I was working under a con- 
tract which provided for the mag- 
nificent rate of twenty per cent. of 
first year’s premiums, such a thing 
as rebating was very rarely heard 
of, and not at alla serious evil. It 
was only after that rate had been 
several times increased and still 
further supplemented by the addi- 
tion of bonuses, that we were treated 
to the meteoric lightning-special 
rebater and destroyer of confidence. 
In the course of time there will be 
a natural and inevitable reaction 
from this state of things on the part 
of companies not yet enlisted in the 
forward movement. We have merely 
taken time by the forelock. 

What effect such a change in 
compensation would naturally have 
on the expense of management of a 
company writing more than two 
hundred millions of business per 
annum can easily be imagined. 
The saving on first year’s commis- 
sions is enormous, and the increase 
paid in subsequent years will be 
offset. by the greater proportion of 
business to remain upon the books. 

But the most significant result of 
the renewal commission system is, 
in my opinion, its effect upon the 


life assurance solicitor. As I have 
hinted above, it makes him a part- 
ner in the business. It creates a 
competency for his future years ; it 
makes him a property-holder and 
capitalist. Look at the number of 
men there are in this business who 
have been working year after year 
for many years on the brokerage 
and bonus system and yet have not 
a dollar to bless themselves with! 
Isn’t that a terrible comment upon 
the system? ‘Then look at those 
who are working under the other 
system and see if there is any ques- 
tion in your mind as to which is the 
more to be envied. The one lives 
from hand to mouth, the other is 
accumulating property; the one 
drifts around from one company to 
another with no future in view, the 
other is solidly anchored with a 
definite object in life. 


We have always believed, and 
have endeavored to live up to the 
belief in our actions, that the busi- 
ness of life assurance is a great 
and dignified business and should 
be conducted in a dignified way ; 
that a solicitor for a great institu- 
tion representing many millions of 
dollars and the welfare of thousands 
of policy-holders should command 
the same respect as a banker or an 
affluent merchant. The extrava- 
gances and attendant evils which 
had gradually crept into the busi- 
ness were making it a resort for a 
certain class of irresponsible and 
uuscrupulous men with whom we 
would rather have no relations, and 
these happily prefer not to work 
under a system which deprives them 
of their pet method of inducing an 
unhealthy and short-lived business. 

In addition, high commissions 
plus bonuses had brought about an 
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era of buyers of business,— men 
who purchased business at rates 
which would have been ruinous 
unless great volume was secured, 
and then the battle for quantity 
(especially at certain seasons of the 
year) often totally obliterated the 
question of quality. The new sys- 
tem with its reduced compensation 
offers no opportunity for such traf- 
fic, but, on the other hand, en- 
courages the honest solicitor who 
produces a demand for what he has 
to sell, places his business on the 
merits of his policies and the com- 
pany he represents, and delivers it 
for a hundred cents on the dollar, to 
which he is justly entitled. In 
short, the new system of compensa- 
tion has done more to uplift and 
dignify the business of life assur- 
ance than anything that has been 
done by any company in the last 
twenty-five years, and I predict that 
its influence has only just begun. 

I am stating it very mildly and 


greatly discounting the high enthu- 
siasm of the agents of our own com- 
pany when I say that never in the 
history of the Equitable have they 
been so uniformly and thoroughly 
pleased with every condition bind- 
ing them to the company, or so op- 
timistic as to the results of the 
future. Many general agents who 
have been in the business for ten, 
fifteen, and, in some _ instances, 
twenty years have come and told 
me voluntarily within the last few 
weeks that the year 1900 was the 
most profitable and satisfactory 7x 
all respects in their entire experience, 
and all on account of the new 
method of compensation. Volumes 
could’ say no more, for these men to 
whom I refer are among the fore- 
most and most progressive life assur- 
ance agents of the present day, and 
theirexperience, if not their opinion, 
is entitled to the respectful consider- 
ation of all thinking men in the 
business. 





THE RELATION 


OF BROKERS AND AGENTS. 


The Attitude of the Agency Associations. — Suggested Co-operation on the Part of 
Brokerage Interests. 


BY C. H. 


The general approval by man- 
agers, fieldmen, and agents of the 
action of the National Association 
of Local Fire Insurance Agents at 
the last annual meeting is hardly 
less important or more worthy of 
comment than the acquiescence of 
the majority of legitimate brokers 
in the recommendations at that time 
adopted relating to brokerage. Mr. 


Gray’s paper is an important contri- 
bution to the subject from one of 
ability and experience, and it is a 
pleasure to note that after demolish- 
ing to his apparent satisfaction a 


number of things which exist only 
in his own imagination, he finally 
reaches practically the same conclu- 
sion as the agents. 

The practice of overstepping the 
bounds of reason in discussing im- 
portant insurance questions is not 
for the best interests of the business, 
and it is a mistake for anyone to 
support his own practice or position 
by arguments that are unsound or 
based upon false premises. Sucha 
course weakens the cause advo- 
cated, lowers the tone of the busi- 
ness, and discredits those engaged 
therein. I have always deprecated 
extravagant statements and intem- 
perate discussions by agents, and 
am sorry to note that Mr. Gray in 
his article indulges in both of these 
objectionable practices. 

His arraignment of the agents as 
a body, upon the basis of the most 
extreme expression of one individ- 


WOODWORTH. 


ual, is not just to agents, nor even 
to the individual quoted; and his 
failure to state the attitude of local 
agents towards brokers and prop- 
erty owners, as unanimously ex- 
pressed by the legislation of the 
agents’ organization, indicates the 
strength of the position occupied by 
the agents and the weakness of his 
own. Again, his repeated state- 
ment that agents have attempted to 
dictate to the property owner ‘‘as 
to whom he shall entrust with his 
business affairs’’ seems unaccount- 
able, except upon the supposition 
that the article was written with the 
hope of strengthening the position 
of* brokers with property owners, 
rather than for the purpose of dis- 
cussing the brokerage question in a 
fair and businesslike manner. Mr. 
Gray’s statements on this point, 
however, are so palpably erroneous 
as to have no weight, even with the 
most credulous property owner. 


The National Association of Local 
Fire Insurance Agents very wisely, 
I think, recognized brokerage as an 
existing condition of the business, 
and recommended to agents only 
such action regarding the matter as 
would give both agent and broker 
‘‘an equality of opportunity.’’ No 
intelligent and self-respecting agent 
asks for more than an even chance 
with the broker, and such agents 
are quite willing to accept the re- 
sults of legitimate competition be- 
tween agents and brokers with 











equanimity. The practice of bro- 
kers and agents must conform ina 
general way to existing conditions. 
We are all striving to ‘‘ get there,”’ 
without much thought of economic 
principles or much consideration for 
the rights of others; but when we 
come to discuss in this magazine 
vital questions relating to the insur- 
ance business, we should get down 
to first principles and up to high 
ideals. 

As the property owner pays all 
the expenses of the business, as well 
as the losses, the question of broker- 
age may well be discussed from the 
property owner’s standpoint. His 
rights and interests are paramount 
to all others, and if brokers could 
reduce the cost of insurance to the 
consumers they would fill a long- 
felt want that has been yawning 
with ever-increasing wideness from 
the beginning. It is my purpose to 
follow Mr. Gray’s lead, without 
special pleading or pettifogging, 
confining myself to the economic 
phase of the brokerage question as 
it relates to property owners. 

I think all will agree that present 
business methods require a middle- 
man between the property-owner 
and the company, the cost of whose 
services is properly included in the 
premium paid to the company by 
the owner; and in New York City, 
for instance, where agents are not 
employed for this purpose, the bro- 
ker is doubtless an economic need. 
In fields covered by the agency 
forces of the companies the practice 
of agents in brokering the surplus 
of large lines between themselves is 
also legitimate, as the insuring of 
large properties can be handled 


most cheaply and satisfactorily by 
this 


method. The employment, 
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however, of brokers for the assured 
in a territory already supplied with 
middlemen in the person of agent- 
brokers, is the introduction of a 
second middleman into the transac- 
tion, whose services as a rule are 
not needed by property owners and 
are an expensive luxury to them. 

If there are exceptions to this 
rule, where in addition to the agent- 
broker a broker for the assured is 
also an economic need, those prop- 
erty owners who require this excep- 
tional service should in equity pay 
directly and in full for the same. 
The property owners who employ 
brokers for their exclusive benefit 
should in justice pay for such serv- 
ices out of their own pockets rather 
than ask the great mass of policy- 
holders who do not need, wish, or 
receive such services, to pay the 
greater part of their cost. The pay- 
ment for the services of the broker 
by the company, out of the commis- 
sions allowed its agents, spreads a 
double tax (two men—the agent 
and the broker — cannot be paid in 
full for their services out of a fair 
compensation for one) upon all 
policy-holders, for the possible ben- 
efit of a few policy-holders. Noone 
questions the right of a property 
owner to insure his property as he 
likes and where he likes; nor his 
right to employ as many men as he 
wishes in the transaction, if he puts 


‘all who work for him exclusively, 


and not for all property owners, 
upon his own payroll. The en- 
trance of the broker into the field 
covered by the agency forces of this 
country has added to the cost of 
insurance to property owners, and 
has also increased the inequality 
with which the insurance tax is 
spread upon property owners. 
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These conditions are not defensible 
upon any economic or equitable 
grounds. 


It was the wish of influential 
managers, feldmen, agents 
that the National Association of 
Local Fire Insurance Agents should 
take radical action against broker- 
age at the Milwaukee meeting. 
More conservative views, however, 
prevailed, and the legislation on the 
question was the recommendation 
to agents of certain restrictions and 
regulations of the practice, which, 
if carried out, would eliminate its 
most glaring evils. These proposed 
restrictions and regulations were in 
the interests of all property owners, 
companies, and legitimate brokers, 
and if Mr. Gray has finished criti- 
cising and condemning that which 
has zot been said, done, or purposed 
the National Association of 


and 


by 


Local Fire Insurance Agents, and 
will get down to business by enlist- 
ing and organizing the brokers in 
the work of reform, earlier and 
better results will be obtained. 


No one will question Mr. Gray’s 
condemnation of unworthy brokers. 
I quote his trenchant words with 
hearty approval: ‘‘Many of the 
class secure either business or credit 
only at the final expense of those 
giving them either one or the other 
and are of no actual benefit to any- 
one but themselves.’’ I also 
qualifiedly concur in the suggestions 
with which Mr. Gray concludes his 
article. The National Association 
of Local Ftre Insurance Agents 
enacted some months ago what he 
now What are the 
brokers doing to destroy or check 
Mr. Gray so vividly 


un- 


recommends. 


the evils 
portrays? 





THE MISSOURI FIRE INSURANCE SITUATION. 


Local Conditions in the State—Causes Which Led to Its Present Anti-Insurance Attitude. 


BY JOHN P. HUBBLE. 


Conditions in Missouri furnish 
the most interesting field for scien- 
tific exploration in the domain of 
fire insurance. Here we may find 
the seed of hostile public sentiment 
germinating and producing the tree 
of inimical legislation, which has 
borne the ripened fruit of maximum 
destruction of property, high rate, 
and minimum profits to companies. 
Each stage is distinct, and we have 
ample opportunity to analyze the 
producing causes as well as to con- 
template the effects, without need 
of speculation or theorizing. We 
should consider the State and its 
people for a proper understanding 
of the problem, and we should care- 
fully eliminate from the question 
all idea that politics, jer se, has 
anything to do with the case. The 
Republican States of Ohio, Michi- 
gan and Wisconsin are offset by 
Democratic Missouri, Arkansas and 
Texas. We find a Monett for a 
Jeff Davis, a Pingree for a Culbert- 
son, and if Orear and Crow per- 
formed prodigies of valor which 
outshone their rivals in the joust 
of insurance baiting, it is only 
because they were able to find men 
willing to swear stronger. 


MISSOURI’S: POSITION. 

Missouri is, perhaps, the least 
understood and most’ under-esti- 
mated State in the Union in the 
eyes of the dwellers in the Northern 
and Eastern States. It is the fifth 
State in the Union in wealth and 
population. Statistics show there 


* War. 


is as large a percentage of college- 
bred men and women as in any of 
the representative Eastern States. 
Its public school laws are models, 
requiring six-month terms, no 
matter how sparsely settled may be 
the district. Its school fund is care- 
fully guarded, and, except during 
the reconstruction period immedi- 
ately following the Civil War, its 
State government has been a model 
of financiering. Its statutes for the 


collection of debts are most liberal 
to the creditor. 


The highest standard of public 


and private credit has always been 
maintained. It is an empire in 
itself. Cotton is grown profitably 
in the lowlands in the southern 
portion of the State; the Ozark 
mountain range is underlaid with 
rich beds of iron, lead, and zinc, 
while its surface is known as ‘‘ the 
land of the big red apple.’’ Its 
river and prairie counties have pro- 
duced the largest yield of wheat 
and corn of any equal areas in the 
United States in different years. 
Its mules are now playing an 
important part in the South African 
Its saddle horses took the 
first prize at the World’s Fair; coal 
is produced in large quantities, and 
it is a well-known fact that were 
Missouri isolated by an impene- 
trable wall her citizens could still 
have all of the necessities and most 
of the luxuries of life. 


The sons of Missouri have ever 
done their share in the making of 
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history, in the realms of’ letters and 
statesmanship, and on bloody battle 
fields. Hence, in dealing with this 
question, we must not delude our- 
selves into the belief that this is an 
unlettered and vicious people. It 
is an undoubted fact that in the 
beginning, when this sea of mis- 
understanding but a small 
rivulet, and when the companies 
might have clasped hands across 
the stream with the property owner, 
they failed to take advantage of the 
Opportunity, and now the deluge of 
public sentiment has swept through, 
widening and deepening the chan- 
nel until our voices cannot be heard 
from one shore to the other. 


was 


EARLY INSURANCE HISTORY. 

During the decade from 1870 to 
1880 farm insurance upon the note 
plan was introduced into Missouri. 
after the Civil War, the 
State was overrun with men whose 
glibness of tongue far exceeded their 
consciences — men whose methods 
were on a par with the shell-game 
operator, but who traveled under 
the guise of lightning rod and sew- 
ing machine peddlers or patent 
right vendors; whose vocations were 
because the and their 
methods had come under the ban 
of their principals and some under 
the civil law. Fire insurance was 
introduced to the farmers by this 
gentry. 


So, soon 


gone men 


All sorts of false repre- 
sentations made, exorbitant 
rates charged, and when the fire 
occurred which, in many cases, was 
directly attributable to the cupidity 
aroused by these oily-tongued con- 
fidence men, the farmer had his 
hopes of a large profit dashed to 
the ground by the adjuster. 

As an instance of the method of 
adjustments in those days, it was 


were 


Insurance Economics. 


an accepted construction of an in- 
surance contract that the foundation 
of the house was not included in 
the policy. The tables of deprecia- 
tion on houses and barns ran from 
two per cent. to four per cent. per 
The adjuster usually fig- 
ured ahead of the country carpenter, 
who was supposed to represent the 
assured. Oftentimes the roof, doors, 
and windows, or other important 
parts of the building were omitted. 
Then the depreciation was deducted, 
the two-third value clause applied, 
the premium note subtracted, the re- 
mainder, if any, discounted for sixty 
days, and the claimant was fortu- 
nate indeed if he escaped without 
being brought into debt to the 
company. 


annum. 


THE VALUED POLICY LAW. 

It is but fair to say that the above 
practices were followed by but few 
companies, almost the whole num- 
ber being irresponsible, and all 
have long since abandoned such 
methods, and most of them this 
class of business. But behold how 
great a fire a spark kindleth. 
when the legislature met in 1879 
there a roar of indignation 
against insurance companies from 
the Mississippi to Kansas and from 
Iowa to the swamps of Arkansas. 
A valued policy law was introduced 
and passed with no difficulty. This 
was made the easier on account of 
the scandals arising from the wreck- 
ing of several life companies in St. 
Louis by which the citizens of Mis- 
souri lost hundreds of thousands of 
dollars. 

In the light of to-day this valued 
policy statute was a very mild and 
inoffensive measure. It provided 
that the company might rebuild the 
building if it should so elect. The 


For 


was 
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supreme court soon construed the 
term ‘‘total destruction’’ to mean 
that the loss could come within the 
provisions of the act only in case 
the building were totally con- 
sumed. These provisions enabled 
the companies to settle losses upon 
their merits; that is, on the basis 
of cash values. For, in practically 
every instance, the dishonest man 
burned his property for the purpose 
of obtaining ready money. He 
wanted cash instead of a house, and 
a proposition to rebuild the house 
invariably induced him to accept a 
fair cash value in lieu of it. The 
honest man wanted no more than 
this, and thus so far as adjust- 
ments went this statute was robbed 
of its fangs. The evil effects of the 
law, however, could be traced by 
indisputable evidence. The num- 
ber of fires was greatly augmented, 
because the policy-holder believed 
he could collect the face of his policy 
irrespective of values, and hence the 
effect upon his mind was the same as 
though his belief was well founded. 


THE RAILROAD LOBBY. 

The ‘railroads of Missouri have 
maintained a well organized lobby 
for many years, composed of some 
of the brightest and best paid politi- 
cal lawyers in the State. These 
men do not draw all of their emolu- 
ments from their employers, but, 
like the busy bee, improve each 
shining hour. This lobby intro- 
duced numerous bills affecting other 
interests than their employers’, 
known as sandbagging measures. 
There were two reasons for such 
bills. One was to divert attention 
from themselves; another was to 
extort money for defeating the meas- 
ures. Insurance interests wisely 
decided many years ago that it was 


unwise, inexpedient, and hurtful to 
maintain lobbies. Hence, being 
corporations to bait and because of 
their unproductiveness to the body, 
insurance companies were chosen 
as the target for the lobby army to 
practice on. 

Thus in 1889 we had the present 
valued policy law with all its dras- 
tic features proposed by a railroad 
attorney, and passed by the influ- 
ence of their lobby. It deprives the 
company of the right to rebuild in 
case of total destruction, and makes 
it optional with the assured whether 
the company shall or shall not 
rebuild in case of partial loss. The 
supreme court has construed total 
destruction, as used in the existing 
statute, to mean such damage as 
shall prevent the use of the build- 
ing for the purposes for which it 
was intended. 

It is not hard to surmise what the 
effect of this legislation is. The 
farm rate is twice what it was in 
1879, and the loss ratio more than 
doubled on this class. It has been 
the direct cause of the retirement of 
nearly all of the agency companies 
from the farm business in that State, 
and the loss of hundreds of thou- 
sands of dollars which have gone to 
mutual companies which have failed 
through bad management or worse 
motives on the part of their organ- 
izers. 

ANTI-COMPACT LEGISLATION. 

The anti-compact law has a most 
interesting history. In the early 
*g90’s, and for a long time before, 
the third city in the State, St. 
Joseph, had a so-called water works 
plant. This was built when the 
city was a town, and was largely 
owned by a family that has pro- 
duced more brainy men, and whose 
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social and financial standing and 
influence was the greatest of any 
family in the State. Two of its 
members have been congressmen ; 
all have added to their inheritance 
by shrewd business management. 
There was scarcely an important 
public or private institution in this 
rich old town in which some of 
these men were not interested, and 
as they were leaders they dominated 
generally in whatever they under- 
took. They owned both the morn- 
ing newspapers, one Republican 
and the other Democratic. 

The insurance interests, through 
the compact management and State 
board, had for many years been 
trying to force the water company 
to comply with its charter, and 
make the plant adequate to the 
needs of the city. For instance, 
there was one supply pipe, three 
miles long, from the pumping sta- 
tion to the city proper. There were 
four-inch mains along the principal 
business streets to protect eight- 
story buildings. 

Finally the compact manager be- 
came a member of the city council, 
and made of the 
water works committee. He made 
the fight very vigorously, and suc- 
cess was almost within his grasp, 
notwithstanding the fierce opposi- 
tion from the water works company 
and its friends. 


was chairman 


THE RIGHT HAND AND THE LEFT. 

As an illustration of the effect of 
the lack of harmony among the 
companies, attention is called to 
one of the weapons used by the 
water company. The old-line com- 
panies were threatened with mutual 
insurance, especially with the P. B. 
Armstrong Companies, which’ at 
at that time were in the hey-dey of 


their existence. One of the stock- 
holders of the water company had 
two men employed, located in offices 
adjoining each other with a door 
opening between, and the same 
clerk doing the work of both. One 
of these represented six large union 
companies, and was a member of 
the local board, attending all its 
meetings and reporting to his em- 
ployer everything that was done in 
the local compact at each meeting. 
The other represented the Arm- 
strong and other non-board com- 
panies. We might add that this 
same gentleman has to-day the 
largest agency in St. Joseph, repre- 
senting some thirty odd, mostly the 
largest union companies, and is 
placing the business in them held 
under contracts made while he was 
fighting insurance companies with 
the non-boarders. 

But to resume our story. When 
the fight was at its height, and 
when it seemed that right would 
prevail and the St. Joseph water 
works company be compelled to 
comply with the terms of its fran- 
chise, a fire was discovered at 10 
o’clock in the morning in a small 
storeroom on the second floor of the 
largest retail dry goods store in 
the city. The alarm was promptly 
responded to by the fire department, 
but because of lack of pressure the 
fire got beyond control, and $700,000 
worth of property was destroyed in 
broad daylight in the busy section 
of the city. After the harm had 
been done, the citizens arose and 
required the water works company 
to rebuild their plant. 


The fight was not ended, how- 
ever, and the water works people 
served notice on the compact man- 
ager that he should lose his job. A 
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paid employee, the editor of one of 
the papers belonging to the family, 
was sent to the senate, and his 
whole time was spent in the passage 
of the anti-compact bill, which ex- 
cluded cities of 100,000 and over. 
Two years later the act was amended 
by striking out the exception cover- 
ing these two cities. 

The story is becoming tedious, 
and we only point out that the anti- 
compact law was passed only be- 
cause the insurance interests, in 
seeking to do its duty in protecting 
life and property, antagonized a 
powerful political influence. 

The anti-coinsurance law 
passed because the companies failed 
to properly inform policy-holders of 
the intent and effect of the coinsur- 
ance clause, and, strange to say, it 
was passed by the votes from con- 
stituencies least affected and over 
the protest of the city members. 


RESULTS IN MISSOURI. 

The above is the history of three 
laws that have worked so disas- 
trously to insurance interests in 
Missouri. The result is that in the 
thirteen years from 1887 to 1900 we 
find that companies have received 
in premiums about sixty millions of 
dollars; have paid in losses 64;5% 
of this, and, if we figure an average 
expense ratio of 374%, have lost 
210%, Or $138,000, for the privilege 
of doing business. This cost has 
been greatly augmented by taxes to 
the State, the insurance department 
assessments, contributions to sal- 
vage corps, and city licenses. To- 
day the companies are paying 3}% 
upon their incomes for the privilege 
of doing business at a loss.. Since 
the passage of the anti-compact law, 
the average rate has declined from 
1.31 to 1.04. The losses have not 
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decreased, and there seems little 
disposition on the part of the State 
officials to grant relief. Kansas City, 
where the companies have lost two 
and one-half million dollars in ten 
years over and above their income, 
seems to contain some of the fiercest 
opponents to legitimate insurance. 
The Commercial Club of Kansas 
City is a very powerful organiza- 
tion. A new president was elected 
in October, and, upon taking his 
seat, served notice on the companies 
that he would recommend that the 
body should do all in its power to 
further harass the companies. After 
paying $108,000 and expenses of 
litigation and being branded as 
law-breakers in the St. Joseph 
cases, it is but natural that com- 
panies should be easily alarmed at 
utterances from so high a place as 


the president’s chair of the Kansas 
City Commercial Club. 
One of the newspapers printed a 


communication from the writer, 
which was intended to be private, 
and for several days filled its col- 
umns with interviews from State 
officials, business men, and badly 
frightened local agents, all tending 
to show that Missouri was in the 
grasp of an octopus, that would 
surely strangle the material inter- 
ests of the State. I took up the 
insurance side of the question, and 
the paper referred to very cour- 
teously printed the three communi- 
cations sent it.. I think the effect 
was beneficial. 
A MORE HOPEFUL OUTLOOK. 

The incident is closed, except 
that the Commercial Club, or the 
president, rather, instead of making 
good his offers to prove his position, 
got under the bed and refused to 
come out. In other words, we see 
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the usual position of the insurance 
companies and those attacking them 
reversed. Thecompanies which have 
heretofore taken to the woods re- 
gardless of whether the enemy was 
a disgruntled claimant, a railroad 
lobby, or a misinformed newspaper, 
have come into the open, offered to 
prove their case, and we find a 
great body, such as the Commercial 
Club, in a prominent city, inglori- 
ously retreating to their clubroom, 
and closing the doors to a dis- 
cussion of this most important 
question. 

There is a moral in the incident, 
and that is, that the insurance 
interest is its brother’s keeper. It 
is its duty in equity to show that 
insurance is a tax and not a com- 
modity to be tied up in a package 
and delivered at your door, the 
transaction closed with the pay- 
ment of the purchase price. That 
anti-compact laws are, in fact, trust 
laws,—since, with a condition 


making it impossible to assess the 
insurance tax equitably and eco- 
nomically,thus preventing tax dodg- 
ing, the small insurer pays a tax out 
of proportion tothat paid by the large 
insuree. This was proved by the 
publication in the daily press of 
more than forty large risks in Kan- 
sas City that were being written at 
from ten per cent. to fifty per cent. 
below the established rate. 


The Local Agents’ Association 
is now in the midst of a campaign 
of education in that State. We be- 
lieve that great good will result from 
this; that our cause is just, and, 
with a correct understanding of the 
principles and practices of reputa- 
ble insurance companies, we will be 
encouraged instead of being almost 
legislated out of the State; that we 
must fight and not run when we 
are set upon by the misguided and 
uninformed, and that the truth, the 
whole truth, and nothing but the 
truth is the only weapon we need. 
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LIFE INSURANCE. 


The insurance press has in the past laid 
too much emphasis upon the amount of 
Value of new business annually 
Shee Daten written. This practice 

has not been conducive 
to the best interests of life insurance. It 
has helped to stimulate and foster an am- 
bition on the part of company managers to 
put severe strains upon their resources in 
order to accomplish immediate results. It 
is quite natural that officials should desire 
public approbation for what they accom- 
plish, and the excessive praise annually 
bestowed upon the companies for their 
results in new business has proved a detri- 
ment rather than a benefit to the business 
of life insurance. It is the function of the 
insurance press to promote and encourage 
a development of the business in every 
way possible, but this can be done without 
laying so much emphasis upon new busi- 
ness as to obscure other features which are 
much moreimportant. The company which 
does the most new business is not necessa- 
rily the greatest, nor does it perform the 
most good. The mere amount of new 
business done from year to year is perhaps 
the least important feature to consider in 
analyzing results. 

Nevertheless, as an element in the in- 
surance account the item of new business 
cannot be ignored. It is an axiom that 
new business is necessary for the prosperity 
and perpetuity of the company. It is true 
that a properly managed life insurance 
company, conducted upon a scientific, level 
premium basis, might at any time cease 


the writing of new business and carry all - 


its contracts to termination without going 
into insolvency; but mere solvency is not 
the highest aim in life insurance. The 
company must, if it desires to perform its 
real function in social economy, secure its 
own perpetuity and make itself properous 
in the highest degree. 


A company may be perfectly solvent 
and yet not prosperous. It may have in 
hand sufficient assets to cover liabilities 
and yet be in astateof decay; amply able 


to discharge its obligations, yet not having 
sufficient vitality to produce the best re- 
sults for its policy-holders. In this com- 
petitive age cheapness of insurance to the 
policy-holder is the essential aim. A com- 
pany which stands still is not in the best 
sense prosperous. New business is needed 
to secure this prosperity. It is so certain 
that the interests of old policy-holders will 
be promoted by the procurement of new 
business, that the payment from surplus of 
a reasonable amount in order to secure it is 
perfectly justifiable. Like everything else, 
it is possible to push the writing of new 
business to excess. There is a point in this 
direction beyond which it is not wise or 
safe for a company .to go, where the pro- 
curement of new business tends to increase 
rather than to reduce the cost of insurance 
to the old policy-holder. 
. 

It is clearly evident that the total new 
business written by American life insur- 
Extraordinary Results yes Sar Rhere® 
bor 1900. uring I900 will ex- 

ceed that written in 
1899. This result is somewhat unexpected, 
and simply shows the tremendous energy 
of the forces now engaged in bringing life 
insurance to public attention. One of the 
most interesting announcements made in 
respect to new business is that of the New 
York Life Insurance Company. The record 
of this company, under the present admin- 
istration, has been extraordinary. The 
methods introduced in the conduct of its 
field forces, as well as in its home office 
management, have been almost revolu- 
tionary. The era of great results in new 
business began some fifteen ‘years ago, 
being accomplished at that time by the 
Equitable Life under the management of 
the late Henry B. Hyde. In 1886 this 
company wrote $111,000,000, and steadily 
increased its annual writings, until in 1891 
it had reached the large sum of $233,000,- 
ooo. During this period neither the Mu- 
tual nor the New York Life were able 
to approach these results, although the 
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amounts of new business written by both 
were large. In 1892, however, when there 
occurred a change of administration in the 
New York Life, that company, as well as 
the Mutual Life, engaged in a determined 
effort to outclass the Equitable Life in new 
business. In this they were successful, 
but only at the expense of an enormous 
increase in commissions paid. 

As a result of the strife for new business 
thus inaugurated, the system of high 
brokerages and bonuses was extensively 
introduced. From 1892 until 1897 the first 
rank in new business fluctuated between 
the Mutual and the New York Life. 
Since 1897 the New York Life has out- 
classed both its competitors. In 1898 the 
company wrote $154,000,000 of cash-paid 
business; in 1899 $205,000,000, and in the 
year just closed $232,000,000. The com- 
pany that the applications 
received during 1900 amounted to over 
$300,000,000. 

This is the most remarkable record ever 
made in life insurance, so far as new busi- 
ness is concerned. This result has been 
obtained, in considerable measure by a 
wholesale appointment of inexpert agents. 
We do not say that this method of enlarg- 
ing the company’s agency force is wrong. 
It can be defended; but it is a serioas 
question whether any company can allow 
itself to be extensively represented in the 
field by an inferior class of men without 
suffering a reaction. 

However, it may be that the present 
management of the New York Life is doing 
what in the long run will prove best for 
the policy-holders of the company. The 
future alone can decide. All impartial 
students of the business are watching the 
progress of this company with unusual 
interest. It is expanding very rapidly and 
in certain directions is accomplishing 
results hitherto undreamed of. The time 
has not yet arrived when the company 
should be either criticized or praised for 
what it has done. The effect upon the 
interests of policy-holders cannot be known 
until a sufficient time has elapsed to deter- 
mine whether the rapid injection of this 
enormous amount of new business justifies 
the expense necessary to obtain it. 


5 


Among those who are interested in the 
welfare and progress of life insurance, the 
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greatest interest 
attaches to the re- 
sults obtained in 
1900 by the Equitable Life Assurance Soci- 
ety. While other great companies have 
taken advanced positions and have made 
announcements of a sensational character, 
nothing, so far as the possible effect upon 
the economy of the business is concerned, 
has compared with the new plan of com- 
pensation to agents adopted by the Equi- 
table Life at the beginning of 1900. The 
change from a first year’s brokerage, with 
its accompanying bonus system, to a low 
first year’s commission and increased re- 
newals without bonus offers, was a depar- 
ture so radical — one which bore so directly 
upon the question of economy —that it 
could not fail to attract widespread atten- 
tion. 


Apparent Success of the 
Equitable’s Program. 


It was expected that under this plan of 
compensation the Equitable would show 
a substantial decrease in new business 
written. It was believed that the company 
had placed itself at a serious disadvantage 
in competition with companies paying 
high rates of brokerage during the first 
year. In 1899 the company wrote $203,- 
000,000 of new business. At the close of 
1g00 it announces that it has written $205,- 
000,000 of new business. 


In view of the new method of compensa- 
tion, this record will probably rank as the 
most remarkable achievement of the year. 
It clearly indicates that, in the face of the 
competition of other companies, the Equi- 
table has been able to hold its field forces 
intact, and that, notwithstanding the de- 
creased first year’s commission and ab- 
sence of a bonus stimulus, the agents of 
the company have been able to meet their 
competitors quite as successfully as though 
they had been armed with the old weapons. 
It tends to show that it is perfectly possi- 
ble for a company to operate upon a lower 
first year’s commission without loss of 
prestige. 

It has been said that the Equitable’s 
gross commissions, under its new form of 
compensation, exceed the brokerages for- 
merly paid during the first year. We are 
unable to say whether this is true or not; 
but, if it be true, certainly it does not sub- 
ject the company to criticism. The pri- 
mary purpose of the renewal commission 
is to insure the permanency of the business, 
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not to reduce the gross cost on commission 
account. The rates of commission paid 
to-day are regulated by economic condi- 
tions. Under these conditions there is an 
established rate of commission which it 
is necessary for companies to pay, in order 
to obtain the new business which the man- 
agement desires. It doubtlesswould be more 
economical for the policy-holders of the 
company, if new business could be obtained 
for nothing — an impossibility. The agent 
must be paid what he is worth and what 
he will work for. It would not be possible 
to introduce any plan of compensation 
which would result in reducing the income 
of agents. The average agent to-day does 
not earn any more than is required for his 
needs. The compensation problem in life 
insurance revolves, not around a reduction 
of income to the agent, but around the 
methods by which he shall obtain that 
income. Under a renewal commission 
the agent certainly ought to be able to 
obtain an income equal to that which he 
might secure under a first year’s brokerage 
contract. Taking into consideration the 
element of lapses, together with the {in- 
creased labor necessary to obtain a re- 
newal commission, we are of the opinion 
that a change to a renewal contract 
cannot be effective unless there is an 
increase in the gross commissions paid. 
The benefit to the company does not come 
through the fact that it places new busi- 
ness upon the books at a less percentage 
of cost on the first year’s premium, but 
because it secures an additional guarantee 
that the business will remain upon the 
books for a reasonable period of years, the 
income of the agent depending upon the 
persistency of the business. 


* 


As intimated last month, the position 
taken by the Commissioner of Connecti- 


h- 
Progress of the Discussion A AP 
paid business 


on Cash-Paid Business. 5 
has excited ex- 


tended discussion. The controversy has 
resolved itself practically into a partisan 
dispute. . In fact, the proposition has never 
involved a question of general principles, 
but is solely one of business policy. It is, 
in its essential features, merely a question 
of method in giving publicity to accounts. 
It does not affect the financial standing of 
the company or its economy of manage- 


ment. It isa matter of choice on the part 
of different companies whether one set of 
facts shall be presented for public perusal 
or another. In either case there may be a 
concealment of items necessary to deter- 
mine accurately the character of the com- 
pany’s transactions. Under the present 
conditions of transacting business the con- 
cealment in the case of a majority of com- 
panies would be larger where cash-paid 
business only is reported than if business 
written were included. Where a company 
reports only cash-paid business the ac- 
counts are incomplete. 

All companies issue policies where the 
premium is not collected from the insured 
at the time of delivery. There may be a 
question as to whether this practice is a 
good one or not. Possibly, if the business 
of life insurance were conducted upon ideal 
plans, no policy would be delivered until 
the premium had been paid tothe company 
in cash by the insured. This matter, how- 
ever, is controlled by competitive condi- 
tions, and it yet remains for any life under- 
writer or insurance department to advocate 
the establishment of a rule that no policy 
shall be delivered until the cash premium 
has been received from the insured. That 
is not the proposition under discussion. 


aa 


The question is whether the practice — 
common to all companies—of delivering 
policies upon which 
the collection of the 
premium is deferred 
shall be ignored in the public accounts. 
No one has yet attempted to argue that 
policies.so issued do not stand asa liability 
against the company. Certainly, no com- 
pany having a regard for its reputation 
would attempt to dispute liability in the 
case of a policy issued in good faith upon 
which the payment of the premium may 


Outstanding Pol- 
icies a Liability. 


* have been deferred to suit the convenience 


of the insured. When the policy is written 
it is done because the company expects the 
contract to be in force. If only cash-paid 
business is reported, these policies are en- 
tirely ignored in the account. An actual 
outstanding liability against the com- 
pany is eliminated. Where the company 
is placing large amounts of new business 
and is compelled, as in the case of the 
Connecticut and New York departments, 
to deduct the cost of full first year’s 
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commissions to 
ing premiums, 
stantial decrease in 
cash-paid business is reported. It seems 
to us that the policy-holders of the 
company are entitled to know how many 
policies the company has issued upon 
which no premium has been received. It 
is an item in the insurance account which 
If it is not shown the 


agents from outstand- 
there may be a_ sub- 
liability where only 


should be shown. 
accounts are not complete. 

The only argument advanced in favor of 
reporting cash-paid business is the practice 
pursued by some companies of issuing 
large sums of insurance, especially during 
the closing months of the year, upon which 
there is little or no possibility of collecting 
This, however, is a practice 
As an argument 


the premium. 
not generally pursued. 
in favor of compelling all companies to 
make a radical change in their bookkeep- 
ing methods, it is unsound. To say that 
all unpaid business shall be eliminated 
because premiums on a part of it will never 
be collected is about the same as saying 
that all assets and all surplus shall be 
eliminated because a part of these items 
have been over-estimated. Exaggeration 
in the accounts of the company are subject 
to detection by those who are able to ana- 
lyze the reports. The cure for issuing a 
large number of policies upon which the 
premium may never be paid does not lie in 
permitting the concealment of this item. 
If the companies are not required to report 
outstanding unpaid business, the abuse, 
which it is alleged the reporting of cash- 
paid business only will cure, will be in- 
creased rather diminished. 


¥ 


As previously stated, the question is 
mainly a partisan dispute between two or 


t x a- 
Cash-Paid Business ‘ "°° lerge cpmpe 


nies. The smaller 
Not a Reform. : 7 
conservative compa- 


nies have always reported their outstand- 
ing unpaid business and have never claimed 
that cash-paid business alone should be re- 
ported. Their position has been that the 
departments should have a complete ab- 
stract of the companies’ transactions, and 
where valuations are made by the State a 
complete record of all policies issued. In 
our opinion, the plan of reporting only 
cash-paid business does not embrace a re- 


form It is merely a change. It was not 


adopted by the companies using it as a 
measure of reform, but for the purpose of 
promoting the special interests of those 
corporations. It is a mistake for any State 
insurance department to force upon all 
companies a plan of accounting which one 
or two companies have adopted for a special 
purpose. 

Those companies which are interested in 
forcing the policy of reporting cash-paid 
business are threatening retaliation through 
the State departments against the Massa- 
chusetts companies, because the Massachu- 
setts department has insisted upon that 
uniformity in methods of reporting upon 
which all the companies have heretofore 
so strongly insisted, and to secure which 
the insurance commissioners’ convention 
was organized. This attempt to use brute 
force instead of argument will not com- 
mend itself to those who wish to formulate 
an impartial opinion upon this question. 
The plan of using the insurance press for 
the purpose of promoting special interests 
by covert threats is not confined to the 
companies which are advocating the re- 
porting of business on a cash-paid basis. 
The practice has become altogether too 
common in controversies of this character. 
The results are always unsatisfactory and 
the practice is distinctly not in accordance 
with the spirit of modern insurance 
journalism. 

There is, as we have said in past numbers 
of this magazine, something to be said in 
favor of reporting only cash-paid business, 
but there is much more to be said against 
it. The determining argument, we think, 
is that it prevents a complete exhibit of 
the company’s transactions and allows the 
concealment of information to which the 
policy-holders of the company are entitled. 


¥ 
The rebate problem in life insurance has 
again been brought forward for discussion 


Rebate Problem as the outcome of two 
recent events. The first 


to the Front. ; 

is an unsuccessful at- 
tempt to form a new anti-rebate compact. 
This proposition has been promoted by 
Mr. John I. D. Bristol, a leading New York 
underwriter. Some five years ago, just 
previous to the organization of the anti- 
rebate compact between the companies, 
Mr. Bristo] proposed the organization of a 
society for the prevention of rebating to be 
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supported by a fund contributed by the 
companies in proportion to assets. There 
was to be a committee of management 
comprised of company representatives who 
would give their services without compen- 
sation. The purpose of the society was to 
prosecute rebaters under State laws. These 
prosecutions were to be placed in the hands 
of a firm of New York attorneys who were 
to be compensated by fees contingent upon 
conviction. It was furthermore proposed 
to debar convicted rebaters from ever writ- 
ing an application for any company holding 
membership in the society. 

Mr. Bristol had obtained considerable 
support for his proposition when his plans 
were upset by the organization of the anti- 
rebate compact. Although this compact 
has not been formally dissolved, it is uni- 
versally recognized as being ineffective. 
In view of this fact, Mr. Bristol recently 
renewed his proposition and suggested the 
calling of a convention in New York to 
organize. His invitation was extended 
only to ‘‘conservative’’ companies. He 
proposed the calling of a meeting if not 
more than five companies responded favor- 
ably. He secured but one such response ; 
the meeting was, therefore, not called. 
Mr. Bristol says: ‘‘The continuation of 
present conditionscan be expected with all 
their deplorable consequences, so long as 
the conservative companies fail to take 
proper action.”’ 

It is clear that the failure of the compa- 
nies to respond to Mr. Bristol’s invitation 
was due to the omission of the large com- 
panies. Rebating, as it is practiced in life 
insurance to-day, is acommercial symptom. 
So far as united action between the com- 
panies is concerned it has passed beyond 
the reaim of ethics. Each company, each 
agent and each policy-holder can deter- 
imine whether or not it is right to give or 
receive a rebate. 
between the companies are concerned, the 
business is not yet so far advanced along 
the line of ideal conditions as to make 
feasible a commercial compact which ex- 
cludes companies doing fifty per cent. of 
the business. It might be possible for the 
conservative companies to enter into an 
agreement in regard to rebating which 
could be effectively enforced, if all were 
equally sure and equally determived that 
the thing could be done. The difficulty 


But so far as agreements ~ 
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lies in securing unanimity and harmony of 
opinion and action. 


* 


The attention of underwriters has been 
further fixed upon the rebate problem by 
A prehension of ni fact that for the sec- 
i Pehater. ond time since the pas- 

sage of the Massachu- 
setts anti-rebate law in 1887, a life insur- 
ance solicitor has been apprehended and 
fined for violation of its provisions. The 
first case occurred some five years ago, 
when a sub-agent, who was decoyed into 
rebating through the efforts of a rival 
agent, was apprehended and fined $100. 
Owing to the circumstances under which 
the rebate was given, the apprehension of 
of the agent did not arouse great enthusi- 
asm in insurance circles. The same is true 
of the more recent case, where the insured 
and not the rival agent brought the pres- 
sure to bear upon the agent which led to 
rebating. The agent involved, acting 
under a broker’s license, placed three 
$5,000 policies upon which he received a 
brokerage of fifty per cent. Of this he 
paid a rebate to the insured equal to ninety 
per cent. The total sum rebated was 
$335.50; the net commission received by 
the agent was $33.50. 

The insured induced the agent to rebate 
by falsely stating to him that a rival agent 
had offered to make him an allowance. 
The agent, who was sorely in need of 
money at the time, yielded to the tempta- 
tion and paid the rebate. The insured, 
who had unsuccessfully solicited the rival 
agent for a rebate, boasted of his conquest. 
Complaint was thereupon made to the In- 
surance Department. When confronted 
with the charge, the agent who had made 
the rebate admitted his guilt, appeared 
before the court, and paid a fine of $250. 
The maximum fine is $500. So much pub- 
lic sympathy was excited for the agent 
who had paid the rebate that the insured 
returned the money which he had received. 

This incident affords ample field for moral 
disquisition. In this case, as in the first 
instance five years ago, the parties appre- 
hended were not, so far as is known, 
habitual rebaters, and only yielded to 
temptation under extraordinary circum- 
stances. The net result of the enforce- 
ment of the Massachusetts law thus far is 
that those who are the least guilty are the 
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most quickly apprehended. This is due, 
of course to the fact that the man who is 
not in the habit of rebating and does it for 
the first time is not skilful in covering his 
tracks. The consequence is that rebaters, 
who least deserve to suffer under the law, 
suffer the most. In both cases the agent 
rebated under great pressure brought to 
bear on him by the insured. In each case 
the tempter has been more guilty than the 
tempted. The legal punishment falls upon 
the party who is really the least guilty. 

This case has tended to create a strong 
sentiment in favor either of repealing the 
law or amending it, so that the man who 
takes the rebated policy shall be deemed 
just as guilty as the rebater and shall be 
subject to the same fines and penalties. 
Such a law at present exists in Penn- 
sylvania, but has not led to any substan- 
tial results. There is no reason why the 
law should not prescribe a penalty for 
the receiver, as well as the giver of a 
rebate. Both are guilty. This isthe right 
kind of a law to have, if there is to be any. 
The trouble with legislation is that there is 
an absence of public sentiment in favor of 
enforcement. If effective legal measures 
are ever taken to attack rebating, it will be 
because of an aroused sentiment among the 
policy-holders of the company who have 
suffered an increase in the cost of insur- 
ance. 


¥ 


It has been said that rebating will cure 
itself. All things considered, perhaps this 
The Couse of Be- philosophical view is 
Sasa Dihetten the most hopeful one. 

uce g 

As we have said, re- 
bating is a commercial symptom. It will 
be practiced so long as it seems to be 
profitable. When it is unprofitable, it will 
be stopped. The indications are that re- 
bating in life insurance has reached its 
maximum ; that a reaction is taking place. 
Those companies which do the least rebat- 
ing are able to afford insurance to their 
policy-holders at the lowest cost. This is 
the final determining factor in the sale of 
policies. It therefore becomes a matter of 
self-interest for every company to stop 
rebating, if it can. 

Unguestionably, the publicity given to 
rebating has resulted in its extension. 
Nevertheless, publicity will promote an 
ultimate cure. As a practical matter, re- 


Insurance Economics. 


bating was only an advantage to those who 
did it when done secretly, and in a com- 
paratively few instances. When, however, 
it reached a point, where about every man 
solicited demanded a rebate, the original 
advantage entirely disappeared. When 
rebating became so extensive as to affect 
the welfare of the companies and the enor- 
mity of the evil revealed itself, the waves 
of reform began to grow. 

The present indications are that the 
amount of rebating during the past year 
has decreased somewhat. This is due im- 
mediately to the action of the Equitable 
Life Assurance Society in cutting down 
first year’s commissions, backed by a recog- 
nition on the part of this and other com- 
panies that economy of management and 
public popularity demand reform. The 
effect of the Equitable’s action upon re- 
bating has unquestionably been profound. 
At one blow it removed a vast army of 
agents from the field of competition with 
other companies upon first year’s commis- 
sions. The natural result of this was not 
only less rebating on the part of the agents 
of the Equitable, but of other companies 
as well. President Alexander at the open- 
ing of 1900 said that in inaugurating its 
new plan of compensation it was the Equi- 
table’s intention to strike at the practice 
of rebating. This it has done. Its action 
has contributed more toward the reduction 
of rebating than any other individual com- 
pany or organization of companies. 


- 


Most of the life insurance companies 
effected changes in their rates Jan. 1, owing 
a toa change in the basis of 
eames Toms. computing reserves. The 

three great New York com_ 
panies, the Northwestern and one or two 
others had already adapted their rates toa 
three and a three and one-half per cent. 
basis. The new Massachusetts law, which 
went into effect Jan. 1, will require all new 
business to carry a reserve based upon the 
American three and one-half per cent. 
table. This will compel all companies 
reporting to the department to calculate 
their new business upon this basis. Some 
of the companies, however, will adopt the 
American three per cent. reserve. The 
Massachusetts law permits any company to 
reserve upon that basis if it so desires, and 
to have the fact noted in the annual reports. 
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Considerable interest centres in the new 
rates of the Massachusetts companies. All 
have agreed to use the American three and 
one-half per cent. net: rates. The methods 
of loading, however, are somewhat differ- 
erent. In the case of four companies, the 
John Hancock, State, Massachusetts, and 
Berkshire, the method of loading is very 
much the same, although the gross rates 
charged by all of these companies are not 
precisely alike. The New England Mutual 
has adopted a different method of loading 
which results in somewhat more marked 
differences in its gross rates. 

The uniformity heretofore existing be- 
tween the rates of Massachusetts companies 
is therefore destroyed. This uniformity 
has been maintained by agreement since 
1896, but it was deemed unwise to continue 
such a compact in view of its possible mis- 
construction. Asa matter of fact, however, 
the rates of all the companies are quite 
similar. In the case of the New England, 
the rates are slightly lower on younger 
ages, crossing those of the other compa- 
nies between the ages of forty and fifty, 
according to the class of policy, when they 
become higher. 

¥ 

The new rates which have been placed 
on the market by the Massachusetts. com- 
panies do not vary materi- 
ally from the old Actu- 
aries’ four per cent. rates. 
In 1896, when uniform rates were adopted, 
charges were placed sufficiently high to the 
admit of a change to the American three 
and one-half per cent. basis without mate- 
rial increase. In the case of the ordinary 
life policies, the rates are slightly higher 
up to the age of thirty-five, after which 
they are lower than the old rates. In the 
case of a twenty-payment life policy, the 
rates are higher up to the age of forty- 
seven and after that lower. With the 
twenty-year endowment, the rates are 
higher until age forty-eight, after which 
they are lower. It is an interesting fact 
that the average net rates, as well as the 
average gross rates of an ordinary life 
policy, under the American three and one- 
half per cent. table are slightly lower than 
the Actuaries’ four per cent. rates. The 
average loading on the new rates is less 
than on the old. The new rates of the 
Massachusetts companies will be lower 


Comparison of 
the New Rates. 


/ 


than the present three and one-half per 
cent. rates of the Mutual Life, and also 
lower than the present three per cent. rates 
of the Equitable, New York, Northwestern, 
and Mutual Benefit. 


- 


Interest in the question of cash values 
has been aroused by the introduction of a 
Seiten bill in the Massachusetts 
gislation on ondatiel tendi h 
Cams Ciless. egislature extending the 

provisions of the new law 
to outside as well as domestic companies. 
This measure, if adopted, would be a 
radical departure in the State policy of 
Massachusetts in regard to outside com- 
panies. Legislation of this kind has been 
attempted in the past without success. The 
outside companies have never desired to 
have the liberal provisions of the cash 
value law applied to their transactions, 
nor have Massachusetts companies been 
anxious to bring the outside companies 
under the same conditions. The opinion 
held in the past has been that this law 
gave Massachusetts companies advantages 
in competition with companies which were 
not subject to the law. 

There are some indications, however, 
that there has been a change of sentiment 
among outside companies. During the dis- 
cussion which took place last year over the 
new Massachusetts law, particularly the 
amendments changing the basis of cash 
surrender charge, it was intimated that 
New York State might follow the example 
of Massachusetts, not only in adopting the 
American three and one-half per cent. 
table as a reserve basis, but also in fixing 
the cash values to be paid. 

Last year the insurance department of 
New York introduced a bill providing for 
the American three and one-half per cent. 
reserve on new business, but the matter 
did not at that time receive attention. It 
is supposed that the department will this 
year continue its effort to establish a fixed 
basis of reserve and it is possible it will 
include also a provision fixing -the cash 
values to be paid by the companies. It is 
an interesting fact that the cash values at 
present voluntarily paid by the New York 
companies exceed those paid by the Massa- 
chusetts companies under the law. It has 
been suggested that since open competi- 
tion has resulted in such excessive liber- 
ality, further competition in this direction 
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might wisely be checked by efficient 
legislation similar to that existing in 
Massachusetts. 


The fact that practically all the leading 
American life insurance companies have 
Proft in Life %°™° to a higher basis of 
ea reservation has resulted in 
extended comment as to its 
influence upon the business. The changes 
apply, of course, only to new policies. 
The reserves held under old policies are 
not increased, nor are the rates increased. 
The change does not affect old policies in 
any respect. Some confusion has existed 
upon this matter, because the companies 
have found it necessary to reduce dividends 
on old policies. This action has been 
erroneously ascribed to the action in 
respect to higher reserves. 

It is a well-known fact that dividends on 
old policies have decreased, partly as the 
result of the same conditions which have 
necessitated high reserves on new busi- 
ness; namely, decreased interest earnings. 
The sources of profit in life insurance have 
been very much curtailed of late years, 
owing to a decreased income from invested 


The closest estimate which we can make 
places the annual fire waste in the United 
The, Acs States during sgee at about 
Fire Waste. $160,000,000. a arn 
ods of estimating this fig- 
ure are employed by different authorities, 
all of which are more or less defective. 
The estimate made by this magazine is 
reached by a process of deduction. No 
claim for accuracy is made, but as an esti- 
mate it is probably nearer than anything 
yet published. Ona similar basis of deduc- 
tion, the fire loss in the United States dur- 
ing 1899 was $153,000,000, and in 1898 it 
was $130,000,000, showing that in 1900 the 
waste was nearly $20,000,000 in excess of 
the previous year, and about $30,000,000 in 
excess of 1898. In all probability the in- 
surance loss. paid in 1900 was in the neigh- 
borhood of $100,000,000. According to the 
Chronicle of Fire Tables, the sum paid by 
insurance companies in 1899 was $92,000,- 
000, and in 1898, $73,000,000. 

These estimates tend te show that the 
property and insurance loss in 1900 will 
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funds, and an increased expense in the 
conduct of the business. 

The mortality experience of the com- 
panies continues about the same and con- 
stitutes at the present time the chief source 
of gain. It may be that in the future the 
gains, under this item, will be even larger. 
The advance in medical science has had a 
pronounced effect in decreasing the average 
mortality of the generai population. This 
effect would not be so noticeable in the 
case of selected lives, such as constitute the 
membership of life insurance companies. 
But it is possible that the mortality expe- 
rience of the companies in the future may 
be better than it has been in the past, al- 
though this gain would be offset by the 
fact that the mortality assumption of the 
American table is not so high as the Actu- 
aries’, and the margin between expected 
and actual death losses not so great. 

Interest rates will hardly advance. If 
the present wave of reform in regard to 
expenses proves to be practical and, there- 
fore, permanent, it is certain to have an 
important effect in reducing the cost of in- 
surance to the policy-holders, and the gains 
from this item will be much larger. 





exceed all previous records. The losses 
during the first six months of the year 
were at least fifty per cent. greater than 
during the last six months; indeed, the 
last six months have been quite favorable 
to the companies. So far as can be judged 
at present, the abnormal losses occurred in 
the Eastern States of New York, New 
Jersey, and Pennsylvania, and in the Mid- 
dle Western States as a whole, although 
some of the States in the territory gov- 
erned by the Western Union will undoubt- 
edly show a profit. Apparently the fire 
waste in New England, the South, and on 
the Pacific Coast has not been abnormal. 
The number of large fires during I900 
seems to have increased. 

A study of the fire waste is most fascin- 
ating and elusive. Many brilliant minds 
have been applied to this problem, but 
none as yet seem to have been able to 
arrive at definite conclusions concerning 
its scientific aspects. The most striking 
feature is its violent fluctuation from 
period to period. What the cause or causes 
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of these fluctuations may be none have 
been able to definitely determine. The fire 
waste is the one pronounced thing which 
gives zest, interest, and also the deepest 
anxiety to the business. It is at once the 
hope and the despair of underwriters, the 
one great source of profit and loss. The 
man who can accurately fathom its uncer- 
tainties can command a fortune. He will 
know to a day when to expand and when 
to contract, what rates to charge to-day in 
order to provide for the expected loss of 
to-morrow. In short, he will never lose, 
but will always gain, not only on the busi- 
ness as a whole, but on all general classes 
of hazards. This is something which no 
fire underwriter has yet been able to do. 
Some have made a continuous profit on 
general results, but not upon all kinds of 
risks. 


* 


In presenting to Congress the claims of 

fire insurance companies for exemption 

, from th ; 

Mr. Kennedy’s - omnenp tax, Mr 

. E. R. Kennedy of New 
Explanation. : 

York made a most novel 
argument. He stated that under a Repub- 
lican administration all industries had 
enjoyed unparalleled prosperity, a condi- 
tion,, however, in which the fire insurance 


companies had not participated; that on | 


the contrary their business, during the last 
three years, had been extremely disastrous. 
Mr. Kennedy contended that the abnormal 
loss met. with was the outgrowth of pros- 
perity in other industries. He explained 
his contention by saying that on account 
of the unprecedented demand for manu- 
factured products, factories have been 
forced beyond their normal producing 
capacity, many of them keeping open 
until late at night and some for the entire 
night. This not only put an additional 
test upon boilers and engines, but contin- 


ued the generation of friction in all ma- ° 


chinery during hours when it. had usually 
been allowed to cool. In the same way 
the electric lighting equipments have been 
severely taxed, developing an additional 
danger. 

He also pointed out that where men 
work over hours they become tired and 
careless, and the usual caution exercised is 
decreased. The same is true in regard to 
the cleaning of these factories. Rubbish, 
which is a fruitful source of spontaneous 


combustion, is allowed to accumulate, 
whereas it is usually removed. Thousands 
of risks which, in ordinary times, are kept 
clean, have, as a result of excessive pro- 
duction, become extremely dangerous. 
Mr. Kennedy contended that these condi- 
tions applied also to mercantile risks. He 
said: ‘‘The entire underwriting interest 
knows that its unprecedented disasters of 
late have been due to a prosperous state 
arising out of legislation and the adminis- 
tration of the government by the party 
now in control.’’ 

Mr. Kennedy’s statement of the case is a 
rational and logical one, and is undoubt- 
edly accepted by underwriters as explain- 
ing, in part at least, why, during a period 
of prosperity, when the moral hazard is 
apparently at its minimum, the actual 
losses of the companies should increase. 


* 


In view of the disturbed political condi- 
tions in the South and West, the organiza- 
tion of inspection 
bureaus in those sec- 
tions by prominent 
uniform commission companies has excited 
widespread attention. The Chicago organ- 
ization, known as the Insurance Survey 
Bureau, has now been in operation for some 
two years. The Southern bureau has just 
been organized. The Western bureau con- 
sists of twenty-nine companies, that of the 
Southern bureau of twenty-eight. One 
object of these bureaus is to form the 
nucleus of an organization around which 
the companies can rally should they be 
compelled by adverse legislation to aban- 
don all agreements upon rates. They 
represent likewise an advance step in the 
form of co-operation between companies; 
a reaching out for better and more scientific 
methods of underwriting. 

Perhaps the most interesting fact in con- 
nection with these bureaus is that the 
membership is comprised wholly of uni- 
form commission companies. This condi- 
tion emphasizes anew the tendency towards 
separation between this class of companies 
and those which maintain open commis- 
sions. The growth and success of these 
bureaus, under the control of uniform 
commission companies, has resulted in a 
conflict with the private rating bureaus 
which make rates for all classes of com- 
panies. In Ohio the Chicago bureau has 


Importance of 
Inspection Bureaus. 





Monthly Journal of 


7° 


met with opposition from the Cochran 
rating bureau. In Louisiana the new 
Southern bureau has found itself stren- 
uously opposed by the so-called Church 
bureau. 


These events are but phases of the general 
conflict now in progress between uniform 
and open commission companies. The 
tendency is towards separation in all de- 
partments of the business. The uniform 
commission companies are not only separ- 
ating from open commission companies in 
the agencies and in their inspections, but 
likewise in the matter of rates. The propo- 
sition, so long theoretically argued by the 
uniform commission companies, that there 
should be no co-operation upon rates unless 
there is co-operation upon commissions, is 
probably ‘upon the eve of an attempted 
practical enforcement. 

What the outcome will be none can pre- 
dict. The uniform commission companies, 
as a whole, are working upon more eco- 
nomic methods of underwriting than the 
open commission companies. This is not, 
of course, true in all individual cases. It 
is needless to say that the economic method 
of underwriting will always succeed in the 
long run. It is not improbable that the 
inspection bureaus will, in time, take up 
the question of rates, possibly not in the 
form of iron-clad agreements, but in an 
advisory capacity. The plan has been dis- 
cussed and considerable sentiment prevails 
in its favor. The expert inspectors em- 
ployed by these bureaus, being in close 
touch with the risks and acquainted with 
their physical and moral hazards, can, by 
a system of schedule rating and classified 
experience showing average cost, arrive at 
fairly accurate conclusions regarding the 
cost of carrying individual risks. 

It would undoubtedly be very valuable to 
those holding membership in these bureaus 
if the inspectors were to recommend rates, 
and if, furthermore, the members were at 
liberty, in the exercise of their individual 
judgment, to charge those rates. It is not 
probable, however, that rates will be taken 
up immediately. The method of co-opera- 
tion in inspections, first inaugurated in 
New England, then in the Middle States, 
and finally in the West and South, has 
become a permanent fixture of the business. 
These bureaus are to-day stronger 
than ever, and will more and more 
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engage the attention of the insurance 
fraternity. 


> 


The officials and managers of fire insur- 
ance companies, particularly in the West, 
The Missouri 27° Y°tY much interested 
Sietiien, in the Missouri situation 

in respect to rates and leg- 
islation. The State Association of Local 
Fire Insurance Agents has taken an active 
hand in the matter, and has undertaken to 
secure a modification of existing anti-in- 
surance laws on a basis which will be fair 
both to the companies and the property 
owners. 

As a result of the conferences between 
the special committee of the National As- 
sociation of Local Fire Insurance Agents 
and a similar committee appointed by the 
Western Union, held last spring, a substan- 
tial agreemert was reached, affecting the 
general attitude of both companies and 
agents towards legislation in western 
States. Particular interest was centered 
in the Missouri situation on account of the 
importance of this State, as well as the 
very harsh experience met by the compan- 
ies therein. Mr. Geo. D. Markham, who 
was chairman of the agents’ conference 
committee, was also president of the Mis- 
souri Association. His subsequent election 
as president of the National Association 
naturally strengthened his position in his 
attempt to utilize the organized agency 
forces for the purpose of bringing about a 
reform in that State. Last August, Mr. 
Markham, as president of the Missouri 
Association, issued a manifesto outlining 
the policy of the State Association in re- 
spect to legislation. It was to pass a State 
fire martial law, to modify the valued policy 
and co-insurance laws and ‘‘to perfect the 
anti-compact law so as to permit local 
agents to give the same credits for im- 
proved construction and safety appliances, 
or make the same charges for hazards that 
endanger surrounding property.”’ 

This program, subsequently adopted by 
the association, placed rating powers di- 
rectly in the hands of local agents, and 
has not until recently received the entire 
approval of the companies, who believed 
that the companies were best qualified to 
make rates. As the discussion of the mat- 
ter progressed, however, it did not appear 
that it was the intention of the local agents 
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to deny this right to the companies, and 
that in modifying the anti-compact law by 
conferring the powers designated, they 
were merely dealing with practical politi- 
cal conditions and putting forward a prop- 
osition which was most likely to be accept- 
able to the Legislature as a substitute for 
the present law. 


* 


When the matter was fully understood, 
the threatened disagreement between Mis- 
souri agents and the Western 
Union was overcome. The 
edict has gone forth that the 
plan of campaign outlined by the Missouri 
Agency Association shall be approved by 
the companies. This means not only that 
opposition on the part of officials and 
managers has been withdrawn, but that 
they will unite with the local agents and 
use every effort to strengthen their hands 
in bringing about the objects aimed at. In 
this work the field men of the companies 
will be instructed to co-operate, and par- 
ticularly to use their influence in bringing 
local agents into the membership of the 
State Association, in this way adding 
strength and prestige to the organization, 
and giving its appeal to the Legislature 
greater power and significance. 

We present in this number an extended 
article by Mr. John P. Hubble of Chicago, 
reviewing in a most interesting way the 
fire insurance situation in Missouri. Mr. 
Hubble’s name has recently been brought 
to public attention through his criticism 
of certain prominent business interests 
in Missouri, which are apparently forcing 
anti-compact legislation upon the com- 
panies for the express purpose of main- 
taining special privileges enjoyed in the 
matter of fire insurance rates. The dis- 
tinction which Mr. Hubble gained in this 
verbal contest has been the subject of ex- 
tended comment. He was thrown into the 
arena of public discussion purely through 
accident, but the straightforward and cou- 
rageous manner in which he met the issue 
has been most favorably spoken of. The 
general impression is that he gained a 
signal victory over his opponents in the 
discussion of the insurance question, and 
that the interests of the companies as a 
whole in Missouri have been benefited 
thereby. Mr. Hubble has made a careful 
study of the situation in that state and 


Harmony 
Restored. 


what he has to say concerning its singu- 
larly antagonistic attitude toward insur- 
ance interests is a welcome contribution 
to current discussion. 


¥ 


In connection with the Missouri situa- 
tion a discussion has arisen as to whether 
the best interests of 
the agency organi- 
zations will be pro- 
moted by activity in their behalf on the 
part of special agents. In his remarks at 
Milwaukee, after his election as president 
of the National Association, Mr. George 
D. Markham discussed this question par- 
ticularly. He took the position very em- 
phatically that further growth in numbers, 
especially among country agents, depended 
in a considerable measure upon the en- 
dorsement of special agents. He con- 
tended that there was no reason why the 
National and State organizations should 
not ask and expect the field men to en- 
dorse their movement and to encourage all 
local agents to attach themselves to these 
organizations. 

In taking this position, Mr. Markham 
was moved by practical considerations and 
spoke from experience in his own State of 
Missouri. In meeting the situation there 
he has endeavored to convince the com- 
panies that if they expect the State asso- 
ciation to take up the question of adverse 
legislation, it is for their interest to recip- 
rocate by doing all in their power to in- 
crease the membership and strengthen the 
prestige of the organization. 

In the South one association has gone so 
far as to invite the field men to become 
associate members, paying a fee for this 
privilege somewhat larger than _ that 
charged to active members. We are cer- 
tain that in so doing a departure has been 
made from the spirit of the proposition 


Special Agents and 
Agents’ Associations. 


*which President Markham had in mind in 


urging agents to secure the co-operation 
of field men. 

We have already discusséd in this maga- 
zine the danger of sacrificing the inde- 
pendence of the State associations, either 
by allowing the companies to dictate the 
the policy thereof, or to expect them to pay 
any of the expenses incident to its manage- 
ment. These associations were organized 
for the agents and should be supported by 
them. Itis perfectly proper, however, that 
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special agents should use their influence in 
inducing local agents to join. In so doing 
they recognize the strength and indepen- 
dence of the State associations. 


¥ 


Mr. Markham’s policy and the very sub- 
stantial results which seem to have ac- 


President Markham’s ‘00d from his argu- 


Pike bo Citdicseed ments, has created 
y “some opposition 


and led to public criticism in the Western 
insurance press. The main ground of 
criticism is that the active interest of 
special agents will tend to create the im- 
pression that the companies are controlling 
the State associations, and that their inter- 
ests alone are being promoted. 

There is no doubt but such an impres- 
sion may be created in some quarters and 
it is probably true that prominent inter- 
ests are anxious to have such an impres- 
sion created in order to destroy and under- 
mine the influence of these associations. 
But all who have given the matter any 
study, and who are the most sincerely 
interested in the permanency and welfare 
of the agency movement, know that in 
order to promote the success of those poli- 
cies which tend to advance the self-interest 
of the agency forces, it is absolutely nec- 
essary to establish reciprocal relations with 
the companies. It is merely a question of 
giving and taking. And when the com- 
panies instruct their field men to promote 
membership in the State associations, they 
perform this service for the agency asso- 
ciations because these associations have 
proved of benefit to them in enforcing 
policies which in turn promote their self- 
interest. 

The companies cannot force any policy 
upon the State associations which is detri- 
mental to the interests of the agents, and 
which does not appeal to the agents’ 
reasoning faculties and to their sense of 
what is right. This is the one important 
fact about the agency movement which is 
well understood, and any opposition to the 
use of field men in increasing the member- 
ship of State associations, on the ground 
that it will create the impression that these 
organizations are controlled by the com- 
panies, is a reactionary view which should 
not for a moment be entertained or en- 
dorsed by those who have the real interest 
of the agency movement at heart. 


Insurance Economics. 


Considerable attention in the Western 
field has been attracted to the proposed 
agents’ protective legis- 
lation through a high 
license. The present 
custom is for each company to pay one or 
two dollars for each agent. Where there 
are a large number of companies in each 
agency, the total sum thus paid into the 
State treasury is quite substantial; but in 
order to plant a new agency it is only 
necessary for a company to expend a small 
sum. This has facilitated the multiplica- 
tion of agents. It is now proposed to check 
this by the enactment of a law repealing 
the present company license and requiring 
each agent to pay a substantial fee—say 
$25 —to the State for the privilege of doing 
business. Some favor a higher figure. 

The storm centre in the agitation is at 
presentin Illinois. Last yearanattempt was 
made in Ohio to pass a law imposing a $25 
license fee upon each agent, but this was 
defeated through the opposition of small 
agents and companies whose interests were 
materially affected by the suggested legis- 
lation. In Illinois, however, the organized 
agency forces appear to be almost a unit 
upon the question. The State association 
has empowered its committee on legislation 
to draft a bill to present to the legislature. 
It is reported from Chicago that the com- 
panies are opposed to the measure, but do 
not propose to fight it. 

This agitation among the agency forces 
in favor of a high license is merely inci- 
dental to the general attack against the 
multiplication of agents. The measure is 
distinctly a protective one and its tendency 
undoubtedly would be to concentrate the 
business in hands of a lesser number of 
agents. 


Agents’ License 
Legislation. 


¥ 


This magazine deprecates the use of State 
legislatures for the purpose of promoting 
the special interests 
either of companies or 
of agents. It has always 
seemed to us unwise for either companies 
or agents to use legislatures for that pur- 
pose. Most of the troubles which have 
arisen in connection with State legislation 
can be traced directly to this short-sighted 
practice. Nevertheless, the habit has be- 
come thoroughly ingrained and is not 
peculiar to the insurance business. It 


Varying Aspects 
of the Project. 
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seems to be a part of the American method. 
The desire to use State machinery for cor- 
recting abuses is apparently inherent in 
the constitution of society. The tendency 
is, we must admit, a perfectly natural one. 

It is clearly evident that the local agents 
in the West are determined to secure the 
enactment of protective legislation. Aside 
from fundamental objections to State inter- 
ference there are some very strong argu- 
ments in favor of the proposition. The 
agents have just as much right to advocate 
a protective license law as the companies 
have to advocate a minimum capital law. 
Furthermore, both are just as much in the 
interest of the public. It is certainly better 
for the insuring public that the business 
should be confined to those best qualified 
to do it. 

The multiplication of agents tends to 
increase the cost of doing the business. It 
is one of the most fruitful causes of high 
commissions. The natural concentration 
which would occur is not the worst thing 
that could happen. The principle of re- 
quiring a license fee for the appointment 
of agents is already established in the State 
laws. The proposed change, therefore, is 
a modification and is not the injection of 
an entirely new principle. Logically, a 
high license ought to result in a better class 
of agents. In the long run the interests of 
the companies would be promoted by such 
a result. 

It would be better for agents not to seek 
protective legislation. There are other 
ways in which this protection can be 
secured. Weare glad, however, to say all 
that can be said in favor of the proposition. 
The best method by which the State agency 
associations can check the multiplication 
of agents and raise the standard of repre- 
sentation, is to establish such a standard 
themselves and formulate measures within 
the association which will compel all 
agents to comply with this standard. If 
the agents have not within themselves the 
power to remedy the situation, is it not a 
question whether State legislation will, as 
a matter of fact, strike at the root of the 
evil? 

- 


The question of brokerage in fire in- 
surance is still the subject of agitation. 
It is evident that the posi- 

beer gg tion taken by the National 
8 ’ Agency Association, as well 


as by some of the State associations, in 
regard to this question, has resulted in 
some modification of those practices which 
are detrimental to the interests of ‘the 
local agents. Mr. Gray’s article, pub- 
lished in the last number of this magazine, 
fully discussing this question from the 
standpoint of the broker, has attracted 
widespread attention. In this number we 
present a consideration of the same ques- 
tion from the standpoint of the agents, by 
Mr. C. H. Woodworth. Mr. Woodworth 
does not disagree with Mr. Gray’s conclu- 
sions, but does deprecate some of the 
arguments used in support of his position. 

Mr. Woodworth, because of his identity 
with the agency movement, has been com- 
pelled to give the brokerage question care- 
ful consideration. He is, undoubtedly, as 
well qualified to speak upon this question 
as any. What he says cannot fail to at- 
tract attention. As usual, he goes directly 
to the heart of the situation, and makes 
one or two striking suggestions which 
will, if followed, certainly tend to clear 
the atmosphere and produce harmony 
between the conflicting interests. 

We refer particularly to what he says in 
regard to the non-resident broker. He 
takes the broad position that the resident 
broker or broker-agent is the natural and 
legitimate middleman between the com- 
panies and the property owner. He then 
suggests that if it is necessary for the 
interests of the insured to introduce an 
additional middleman, the expense inci- 
dent thereto should be borne by the prop- 
erty owner and not by the company. 

Another striking point is that in which 
Mr. Woodworth accords with Mr. Gray’s 
outline of the conditions prevailing in the 
brokerage business, and his remedies sug- 
gested therefor, claiming, however, that 
the National Association of Agents has 
already placed itself upon record on this 
very point, and asks, ‘‘ What are the bro- 
kers doing to destroy or check the evils 
Mr. Gray so vividly portrays?”’ 

¥ 


In discussing the question last month, 

we referred to the fact that there was a 

growing sentiment among 

Conference brokerage interests in favor 
with Agents. a 

of organization for the pur- 

pose of placing this important interest in 

a position where it can more advanta- 
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geously counteract the adverse sentiment 
prevailing among local agents. As then 
stated, we believe that such an association 
is bound to come, and when organized, its 
primary purpose will be to protect the 
self-interest of the broker. 

Mr. Woodworth’s question, however, 
suggests an important point for considera- 
tion. If there is, between the legitimate 
brokers and agents, a practical agreement 
as to the evils of the brokerage business, 
would not the brokers promote their high- 
est self-interest by co-operation with the 
agents rather than by antagonizing the 
National and State Associations? 

The constant aim in all business rela- 
tions should be to promote peace and not 
war. The agency associations have grown 
in strength and prestige just so far as they 
have shown a willingness to co-operate 
with the companies and to conciliate 
wherever it seemed necessary to do so to 
secure the ends aimed at. We expressed 
the opinion last month that in so far as 
local agents attempted to eliminate the 
broker entirely from the economy of fire 
insurance they would fail. We believe 
the brokerage problem will tend to settle 
itself in accordance with right principles, 
and without, in any respect, underinining 
the interests of those who are legitimately 
engaged in the business. We do not see 
any reason why a committee representing 
an organized body of brokers should not 
confer with.representatives of the agency 
associations for the purpose of discussing 
and, if possible, agreeing upon a platform 
which will promote the interests of both. 


- 


The Committee on the Dissemination of 
Information, appointed nearly a year ago 
by the Western Union, 
has again been brought 
to public notice. Prob- 
ably no committee, with the exception of 
the famous Committee of Twenty-Seven, 
has attracted more attention than this 
popularly designated ‘‘ Publicity Commit- 
tee.’’ It was appointed for the purpose of 
conducting an educational campaign in 
behalf of the Western Union, a liberal 
appropriation being furnished for the 
purpose. 

The scope of the committee was not 
limited. As soon as organized, it dis- 
cussed a number of plans for carrying out 


To Disseminate 
Informarion. 


its object. Among others favorably con 
sidered was that of a periodical to be 
published and sent to agents as the special 
organ of the Western Union. A circular 
was prepared and sent to members, the 
plan outlined and the arguments for its 
adoption presented. Through the inad- 
vertence of a member of the committee, 
the matter reached the public press. The 
circular dealt with the insurance press so 
critically that it was widely commented 
upon, mainly in an adverse tone. A 
majority of the members of the Union 
favored the project, but the discussion 
became so acute and personal as to cause 
the resignation of the entire committee, 
which was subsequently induced to resume 
its labors. 

The committee then devoted itself to the 
political situation in Kansas, and per- 
formed effective work in an educational 
way by an extensive use of the country 
press. The defeat of the anti-insurance 
candidates in that State led the committee 
to feel that its work was not wasted. 

Subsequently the report of the commit- 
tee made at the September meeting of the 
Western Union aroused anew the fire of 
criticism on the part of the insurance 
press, and led to some exaggeration 
and misrepresentation of the committee’s 
position, and incidentally of the Union 
itself, which unanimously adopted and 
endorsed the report. 

The most recent action on the part of 
the committee is its determination to 
effect, if possible, a modification in the 
attitude of the public press toward fire 
insurance. To this end it has arranged to 
place in hands of editors located in Western 
Union territory a copy of Mr. A. F. Dean’s 
‘Rationale of Fire Insurance Rates,’’ 
probably the most interesting and instruc- 
tive book on modern fire insurance eco- 
nomics yet published. The co-operation 
of local agents has been solicited by the 
committee, not only for the purpose of 
getting these books into the proper hands, 
but to induce those receiving them to 
peruse and study the volume. The com- 
mittee has mapped out its plan most sys- 
tematically, and its labors should receive 
the endorsement and co-operation of all 
who are interested in the educational 
propaganda. The experiment is one well 
worth trying, and even though the results 
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may not be pronounced — the education of 
the public is at best a very uncertain prob- 
lem —they will at least warrant the time 
and expense devoted to it. 


aa 


The discussion of a discriminating tax 
against foreign fire insurance companies 
is perennial. Orig- 
inated as a meas- 
ure of retaliation 
‘against this class of companies, its advo- 
cacy has undoubtedly been stimulated by 
the inequalities in the taxation of Ameri- 
can companies existing as a result of 
retaliatory laws. The Pacific Coast man- 
ager of a Pennsylvania company has just 
given publicity to this statement: ‘‘The 
other day this office was called upon to 
pay some twenty-five hundred dollars asa 
retaliatory tax, which, under the laws of 
this State, makes a Pennsylvania company 
pay similarly to what a California com- 
pany would have to pay in the State of 
Pennsylvania.”’ 

He says the inequality of this tax im- 
presses him less than the fact that it is 
entirely escaped by companies which are 
foreign to the United States, and con- 
cludes: ‘‘We think that such a discrim- 
ination in taxation is unjust, it is burden- 
some, it is undignified, it is not American, 
and we protest with fervency against per- 
mitting our foreign cousins to gain a 
livelihood in this country under more 
favorable terms than we who are of the 
manor born.’’ 

The taxation of American companies 
under retaliatory laws is, undoubtedly, the 
most iniquitous method of increasing State 
revenues which has yet been devised. We 
believe it was the judge of an Indiana 
court who, in passing upon the retaliatory 
law, said that there was no such thing as 
retaliation in law or morals. Notwith- 
standing this fact, the State can, in its 
sovereign right, impose any condition it 
chooses upon a foreign corporation as a 
prerequisite of admission, however much 
it may violate the principles of democratic 
government. 

Retaliatory taxation is a method of war- 
fare between States which ought not to be 
tolerated in this enlightened age. It has, 
in some cases, been carried to most absurd 
lengths. It is a practice which ought to 
be stopped, and could easily be remedied 


Discrimination Under 
Retaliatory Laws. 


if the States would agree upon a uniform 
rate of taxation. This would entirely re- 
lieve the inequality existing in some States 
between American and foreign companies. 

To remedy this inequality by imposing 
the same burden upon foreign companies, 
is not a rational remedy; it is simply an 
extension of the evil. Asa matter of fact, 
foreign fire insurance companies pay on 
their business in this country, as a whole, 
a larger rate of taxation than American 
companies. It is only in certain States 
that this inequality exists, and there is the 
same inequality between some American 
companies and other American companies. 
Even if the tax were imposed upon com- 
panies foreign to the United States, it 
would still leave an advantage in the State 
of California in favor of American com- 
panies coming from such States as Con- 
necticut, where the laws do not subject 
them to retaliatory provisions. 


* 


This inequality in certain States between 
some American companies and the foreign 
A Users companies is likely to re- 
Tex Meoded. sult in a continued feeling 

of resentment until the 
remedy is applied. There seems to be no 
reason why the fire insurance companies 
as a whole, through the medium of the 
National Board, should not take up this 
question of taxation and devise effective 
measures for securing a uniform rate of 
taxation in all States. What that uniform 
rate shall be is less important than uni- 
formity. One or two isolated attempts in 
this direction have been made, but no 
earnest, concerted action; certainly not of 
late years. 

At the last annual convention of the 
insurance commissioners, the committee 
on laws and legislation was instructed to 
sit during the current year and devise, if 
possible, some uniform measures which 
could be recommended to all States for 
adoption. There is no more important 
question than that of taxation. If the 
National Board would take up the matter 
in connection with the commissioners’ 
committee, it might be able to secure 
recommendations which would put at rest 
the discussion in regard to the inequality 
of taxation between American and foreign 
companies. 

As already stated, the foreign companies, 
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on their entire business, pay a somewhat 
higher rate of tax than American come 
panies. But the marked inequality exist- 
ing in certain States is exasperating to 
local underwriters. Those who pay the 
excessive tax feel that they are handi- 
capped; that their opportunities for ob- 
taining business are not equal. This isa 
most natural feeling. There is no reason, 
however, why California and Pennsylvania 
cannot agree between themselves upon a 
uniform rate of taxation which will entirely 
remove these inequalities. That is the 
civilized method of settling the dispute. 
To impose further burdens is reactionary. 


¥ 


No modern movement in insurance cir- 
cles has attracted more attention than the 


Protected Risks attempt of the stock 


in New England. companies to regain the 
control of protected bus- 


iness in New England. This business was 
allowed to slip from their hands into those 
of the Factory Mutuals through indiffer- 
ence in the early stages of the competition. 
But the matter was actively taken up some 
fifteen years ago, largely through the 
instrumentality of Mr. U. C. Crosby, who 
secured the appointment of a special com- 
mittee to consider the general question of 
automatic sprinkler protection. The com- 
mittee made a careful investigation and as 
a result reported unanimously in favor of 
approving this form of protection and the 
appointing of a special committee to take 
charge of these risks. 

This committee became known as the 
Factory Improvement Committee and has 
been in existence ever since. Its work has 
probably been the most important of any 
in the Exchange. It has been allowed 
great freedom, and has not been hampered 
by the general rules of the organization. 
Since its main object was to regain control 
of protected risks insured in the Factory 
Mutuals, as well as to prevent further 
defection, the committee has been largely 
a law unto itself. 

By the very nature of the case, the mem- 
bers of this committee have been compelled 
to devote a large amount of time to its 
work, so much so, in fact, that the majority 
of the companies have objected to the 
employment of their specials in this direc- 
tion. The natural result has been that the 
control of the committee has drifted into 


the hands of those specials representing 
companies recognizing the merits of the 
sprinkler business and willing to make 
present sacrifices in order to secure this 
class of risks. Frequent attempts have 
been made to enlist the co-operation and 
assistance of those who were apparently 
indifferent, but without much success. 

Of late, however, there has been a change 
in the attitude of many companies who 
begin to see that the protected business is 
most desirable. So strong has become 
this feeling that the committee has been 
subjected to very severe criticism, because 
these companies have apparently met with 
difficulty in obtaining as much of this kind 
of business as they desire. The bulk of the 
protected business has been obtained by 
those companies whose special agents were 
acting on the committee. This is a natural 
and perfectly legitimate result. 

The feeling of dissatisfaction, however, 
is so strong that it will probably result in 
some reorganization. The present disturb- 
ance concerning this committee is simply 
an element of progress in the business. It 
indicates a radical change in sentiment, 
showing almost an entire disappearance of 
the old theory that rates should be made 
to fit the hazard. The pioneers in the 
business have demonstrated that protected 
risks could profitably be insured at low 
rates, and that it is good business policy for 
the companies to encourage the insuree to 
install sprinkler equipments. 


- 


After further consideration, the com- 
panies interested in the explosion losses 
occurring in the so- 
called Tarrant fire in 
New York City, Oct. 
29, have decided to deny liability. A vari- 
ety of legal opinions have been expressed 
in regard to this liability; but the original 
position taken by Mr. Michael H. Cardoza, 
the counsel for the companies, has been 
strengthened by subsequent investigations. 
Appraisals of the property damaged have 
been made, and a separation of the damage 
by fire and explosion secured. The com- 
panies have given the committee having 
the matter in charge full power to handle 
the contest. In the opinion of the com- 
mittee, liability for all claims caused by 
explosion alone should be absolutely de- 
nied by the companies, while in the case 


Liability for 
Explosion Losses. 
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of other claims the companies should take 
subrogation against Tarrant & Co., as it is 
possible that this firm may be held liable 
for losses arising out of the explosion. 
The city of New York may be held liable 
for such losses by reason of its negligence 
in failing to enforce regulations governing 
the storage of explosives and other pro- 
hibited articles. The position of the com- 
panies has been strengthened by the 
decision of the coroner’s jury, which finds 


that combustible chemicals were stored in 
the Tarrant building in excess of the quan- 
tity permitted by law, and that the owners 
of the property are criminally responsible. 
The outcome will lead to a contest in the 
courts. This is the first case of this kind 
arising in America. Similar cases have 
occurred abroad. Fire underwriters are 
unwilling to establish a precedent which 
will render them liable for explosion 
losses. 
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FORTY-FIRST ANNUAL STATEMENT 


HOME LIFE INSURANCE COMPANY, 


GEORGE E. IDE, President. 


256 BROADWAY, New York. 


January ist, 1901. 


ASSETS. 


Bonds and Mortgages, 

Bonds and Stocks (market value), 

Real Estate, 

Collateral Loans, 

Loans to Policy-holders, 

Cash in Banks and Trust Companies, 

Interest and Rents Due and Accrued, 

Premiums in transit and Deferred 
Premiums, less cost of collection, 


Total Admitted Assets, 


33,500.00 
1,080,455-81 


67,230.06 


221,921.58 


INCOME IN 1900. 
$2,035,814.92 
552,489.00 


Premiums, ‘ 
Interest, Rents and other Receipts, 


Total Income, $2,588,303.92 


Number of Policies in Force, 29,203, being an increase of R 
Amount of Insurance in Force, $54, 069, 852.00, being an inc rease of 
Received from Policy-holders since organization, 1860 

Returned to Policy-holders and now held for their benefit 


$3,708,785.00 | 
5,141,104.96 
1,740,748.54 | 


348,500.82 | 


“$12,342,246.77 


LIABILITIES. 


Policy Reserve (Per Certificate of New 
$10,132,712.00 


York Insurance Department), 


Present Value of all Dividend-Endowment 
Accumulations (Deferred Dividends), 736,337.00 


Other Liabitities, 


Fund voluntarily set aside to meet 
possible fluctuations in price of 


securities, etc., 
Net Surplus, a. 
Total, 
DISBURSEMENTS IN 1900. 
Total Payments, 
(Including Death Claims, 5 
Matured Endowments | 
4 and Annuities, $682,927.17 . 
Dividends to Policy- { 
| holders, 177,799-82 | 
(Surrender Values, 136,410.83 


+ Balance — Excess Income over Dis- 


bursements, 
Total Disbursements and Balance, 


RESULTS OF THE YEAR 1900. 


. PER CENT. 
Increase in Total Income, Q.11 
Increase in New Premium Income, 
Increase in Renewal Premium Income, 
Increase in Admitted Assets, 

Increase in Total Reserve Liability, 


7.61 
8.75 


g.12 | 


8.27 | 


Increase in Insurance in Force, 

Increase in Deferred Dividend Fund, 

Increase in Insurance in Force to 
Insurance Issued, 

Increase in Surplus, 


: 2,9 
$4,811,155.00 
34,922,843.87 
35,331 ,978.33 


124,734-47 


5,875.00 


282, 588. 30 


~$12,342,246.77 


868,049.65 


$2,588,303.92 
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hings Agents 
Should Know 


A PRACTICAL BOOK FOR 
LIFE INSURANCE AGENTS. 


BY 
MILES MENANDER DAWSON 


Consulting Actuary. 


Designed to give an agent just the sort of 
information that will increase his success 
in the field. It is meant to help him get 
business for his company and earn dollars 
for himself. 

This aim is accomplished by means of 
short, clear, pointed, topical treatment of 
hundreds of subjects in which agents are 
most vitally interested. 


Cloth, Extra. 489 Pages. Price, $2.00. 


Prepaid to any address in the U.S. or Canada. 
Specimen pages sent on application. 


The Insurance Press 


120 Liberty Street, New York. 





JOHN C. PAIGE & CO. 


INSURANCE 
20 KiLBy STREET 


BOSTON. 
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The Liverpool and London and Globe 
Insurance Company. 
OF LIVERPOOL ENGLAND. 








A STOCK COMPANY. 
ESTABLISHED 1836. ENTERED UNITED STATES 1848 


45 William St., New York City. 


STATEMENT UNITED STATES BRANCH, JANUARY 1, ig00. 
Assets . ' ; 9,425,667.88. 


Liabilities . ; ; ‘ 4,776,050.60. 
Surplus. . ; : : j ; 4,649,617.28. 


HENRY W. EATON, Resident Manager. GEORGE W. HOYT, Deputy Manager. 
JOHN J]. MARTIN, Agency Superintendent. 





INCORPORATED 1851. 


The Massachusetts Mutual Life Insurance Co. 


SPRINGFIELD, MASS. 





JOHN A. HALL, Pres’t. HENRY S. LEE, Vice-Pres’t. HENRY M. PHILLIPS, Sec’y. 


TEN YEARS’ PROCRESS. 
Percent’e 


1889. 1899. Gains. of Gains. 
Premium Income 7 ; - $1,913,230.88 $4,405,954.03 $2 492,723.15 130.29 
Income from Interest and Rents 505,125.90 981,189.54 476,063.64 94,25 





TOTAL, ‘ ° ; - $2,418,356.78 $5 387,143.57 $2 ,968,786.79 122.76 


ASSETS : ° . b - $10,415,817.64 $23,819,937.17 $13,404,119.53 128.69 
AMOUNT INSURED. : + $56,320,503.00 $123,980,438.00 $67,659,935.00 120.13 
SURPLUS . . ‘ ‘ ° $857,342.01 $1,984,822.63 $1,127,480.62 131.51 


Since its organization The Massachusetts Mutoal Life Insurance Company has 
paid to its policyholders in 


Death Claims, $18,864,371.12 Endowments Matured, $3,144,732.00 Dividends, $8,879,224.61 


Assets, Dec, 30, 1899, $23,819,937.17 Liabilities, $21,835,114.54 Surplus, $1,984,822.63 


ACENCY FOR EASTERN MASSACHUSETTS, 3: MILK ST., BOSTON. 
F. C. SANBORN, Manager. 
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INSURANCE “4 Text Book’ 


Hon. W. A. FRICKE, Compiler. 





“The literary product of the twenty-ninth session of the National 
Convention of Insurance Commissioners was of the most remarkable char- 
acter, attracting world-wide attention. It has been compiled in permanent 
form by Dr. Fricke, and is almost a complete insurance library in itself. 
The book contains discussions of each branch of insurance by some of its 
ablest and most distinguished representatives. ‘The contributions are not 
convention papers of the ordinary sort, but are comprehensive treatises by 
the most successful men of the day, covering the various practical and 
technical features of the business, and represent a vast amount of labor on 
the part of the contributors.”—Jnsurance Monitor. 


A handsomely printed volume of Eleven Hundred pages, Cloth and leather, $3.50, net. 
Postage paid, $3.75. 


SPECIAL OFFER: 


Subscribers to “INSURANCE ECONOMICS” can obtain this volume for $3.00 net, 
of $3.25, postage paid. 
Address the Publisher, 
55 Franklin Street, Boston, Mass. 





H. L. PALMER, Pres’t. 
J. W. SKINNER, Sec’y. — THE —— ORCANIZED 1857. 


Northwestern Mutual Life Ins. Co. 


PURELY MUTUAL AND TRANSACTS BUSINESS ONLY IN THE UNITED STATES. 


STATEMENT, JANUARY Ist., 1900. 


LOW NONE «5 cic one Kee eave tas knees es A 
Liabilities, including $21,392,383 approxi- 
MORTALITY. mate surplus accumulations held to NO 
meet tontine and semitontine contracts 121,112,031 


$5,534,697 | REBATING 
ECONOMICAL Income during 1899 ........ 2.22 seee sees 7 24,605,143 PERMITTED. 


| Gomeral Gurplas sos... so «cles csidcscdesvins 


MANAGEMENT | Insurance Written during 1899.......... $73,430,743 
2 Insurance Gained during 1899........... 39,893,387 
497,606,125 


For Further Information, or any Agency, address : 


WILLARD MERRILL, Vice-Pres’t and Sup’t of Agencies, Home Office, Milwaukee, Wis. 








The attention of Reliable Agents in search 





of desirable contracts 1s called to the 





JOHN HANCOCK 
MUTUAL LIFE 
INSURANCE 
COMPANY 


S.H. Rhodes, Pres 
Roland O. Lamb, Vice-Pres. and Sec 


OF BOSTON 


None but the best forms of Life 
Endowment, Term and Instalment 
Policies issued. See our Optional 
Annuity Policy. Good Agency 
Contracts to the right men 


FRANCIS MARSH, Manager for 
Eastern Massachusetts, John Hancock 
Building, 178 Devonshire Street 


«The 


Insurance 


Field’ 


9 
7 


A New Weekly Newspaper 
Covering the Whole Field 
of Insurance 


Ww 


Louisville, Kentucky, 
Thursday Morning 


Ww 


Subscription price, $3.00 per annum 


Published at Every 


ADVERTISING RATES will be furnished upon 
application 





The 
Insurance Press 


A Real Insurance Newspaper 


With a Real Circulation. 


e Insurance Press has a | 

individual subscribers 
other tnsurance paper int 
Five Dollars a Year. 


Boston 
45 Kilby St. 


New York 
120 Liberty St. 











Te Be Faeiel o. aso... 


Union Mutual Life {asuranee Co. 


Maine. « nas 


RICHARDS, Pre: nt 
BATES, Vice esider 


Portiand, 
FRED I 


ARTHUR I 

















WM. B. CLARK, President 
W.H. KING, E.O. WEEKS, Vice-Prest 


A.C. ADAMS, HENRY E. REES, Aset. Secretarice 


Secretary 





NEW - YORK LIFE 


insurance Company 


JANUARY 1, 1901 


Total Admitted Assets, as per Certificate of Insurance 


$262,196,542 


Department 


Reserve Value of Policies and Annuities 
those issued prior to January 1, 1899, valued as per Combined 
Experience Table of Mortality with 4% interest; those issued 
since January $, 1899, as per American Table of Mortality with 
3* interest), as per certificate of New York Insurance Dept., 213,032,202 


General Liabilities . . 3,175,059 


Additional Reserve on Policies 
which the Company values on a 3%” or a 347% 
basis, over the 4°” valuation by the Insurance 
Department 

Reserve to Provide Dividends 

ryable to policy-holders during 190! and in 


subsequent years as per policy contracts 


Other Funds for all other Contingencies 


Total . : , , 45,989,251 


Income, 1900 ' , 58,914,519 
New Insurance paid for in $900 , : 232,388,255 


Insurance in force ( Paid-for) ; 1,202,156,665 


The New-York Life’s Insurance and Investment Accumulation Policy 
no restrictions whatever, and only one condition, namely, the pay- 
premiums. It is incontestable from date of issue, allows a month’s 

n payment of premiums, a re-instatement within five years during the 
nulation period if the insured is in good health. It is automatically non- 
eitable after the first premium is paid. After the policy has been in force 


years, loans will be made thereon by the Company at 5 per cent. 


JOHN A. MCCALL, President. 
HENRY TUCK, Vice-President. 





